
it or ~= =:!~!n~. :r =.a~e:~allv :~a~: :~s aDil~~, :~. ... . .
!ffec~, :he :=nsumma~~=n cy :~ of the ::ansac~~cns :~neem-

platea :y ~:.~s ~qre!men~ or ~he Stock Opeion Aqreemene. To
its knowlea;e, .lS of ':he d.ate hereof, ~o Person or ";rcup"
"benef:'=~ai:·:· :wns" : ~ or ::o.ore of :~S outstandi:-.g ·;oting
securi:ies, ~'il~:: :ne ':erms "~enefi=ially owns" and ";roup"
having the ~ean~~qs ascribed to them under Rule 13d-3 and
Rule 13d-S unae: ~he Exchange Act.

(d) Ab=encD ?f ~er~ain ~hlnge=. Except as dis-
closed in i:s Reports filed prior to the date hereof or as
expressly con~!mplated by this Agreement, since the Audit
Date it and ::s Subsidiaries have conducted their respective
businesses only :n the ordinary and usual course of such
businesses. and :here has not been (i) any change in the
financ~al ~:nai:~on. business or results of operat~ons of :t
and its Subs~diar~es, except those changes that are not,
individually or in the agqregate, reasonably likely to have
a Material Adve:~e Effec~ on it: (ii) any damage, deseruc­
tion or other =asualty loss with respect to any asset or
property owned, leased or otherwise used by it or any of its
Subsidiaries. ~hether or not covered by insurance, which
damage, des~:~ction or loss is reasonably likely, individ­
ually or in the agqregate, after taking into account any
insurance coverage, to have a Material Adverse Effect on it;
(lii) any declaration, setting aside or payment of any divi­
dend or other distribution in respect of its capital stock,
except publicly announced regular quarterly cash dividends
on its common stock and, in the case of SSC, diVidends in
sse :ommon Stock; ~r (iv) any change by it in accounting
principles. ?rac~~ces or me~hods except as required by GAAP.

te) Lit~gftt~on and Tiabil;t~'=. Except as dis-
closed in its Reports filed prior to the date hereof, tbere
are no (i) civil, criminal or administrative actions, suits,
claims, hearings, investigations or proceedinqs
(-Litiq1tion") pending or, to the knowledqeof itsex.cutive
officers, threatened aqainst it or any of its Affiliates (a.
defined in Rule 12b-2 under the Exchanqe Act) or (ii) obli­
gations or liabilities, whether or not accrued, contingent
or otherwise, including those relatinq to matters involving
any Environmental Law (as defined in Section 5.2(e», that
are reasonably likely to result in any claims aqainst or
obliqations or liabilities of it or any of its Affiliates,
except for those that are not, indiVidually or in the
aqqregaee, reasonably likely to have a Material ~v.rse

Effect on it or to prevent, or materially impair its ability

NYI2SZS: 111150.10 -15-



to effec":, ::-:'e:::tsummat::':n by io: cf ':.~e ~:ar.sac-::.~ns .:cn­
templa~ea =: :~is ~qreemen~ =r the ~tock Op~i~n Agreemen~:

prgyided, ~~at: ::: ;~r~oses cf this paragraph Ie) roo
Li~i.ga~i.on:::.s~r.g!f~er ':.he da~e ::ereof shall be deemed to
have a Mater:.~1 ~dve:~e S!:ec,: ~= ana :~ t~e ex~en~ such
Litiqa~ion :or ~ny =elevan: ~art: ':.hereoi~ ~s based en this
Agreement or '::-:'e ~=ansac~ions con~emplateQ hereey.

(f) &bc;unti~qc -ax and O,gulatpry Matt D :=. As
of the date hereof, neither it nor any of its affiliates (as
deter.mined in accoraance with Section 6.7) has taken or
agreed to take any action, nor do its executive officers
have anyact~al knowledge of any fac~ or circumstance, that
would preven~ sac ~rom accoun~ing for the business
combination :0 be effec":ed by the Merger as a "pooling-of­
in~eres~s" -:>r pre'lent: :he Merger =:om qualifying as a
"reorganizat::.:n" '1I:Lt:hin the meaning of Sec~ion 368 (al of the
Code.

(q, Taxe-. It and each of its Subsidiaries
nave prepared :'n good faith and duly and timely filed
(taking into accoun~ any extension of time within which to
file) all ma~erial Tax Returns (as defined below) required
to be filed by any of them and all such filed Tax Returns
are complete and accura~e in all material respec~s and:
(i) it and each of its Subsidiaries have paid all Taxes (aa
defined below) tha~ are shown as due on such filed Tax
Returns or that it or any of its Subsidiaries is obligated
to withhold from amounts OWing to any employee, creditor or
~hird par~y, excep~ wi~h respect to mat~ers contes~ed in
good faith or tor such amoun~s thac, alone or in the
aggregate, are not reasonably likely to have a Material
Adver3e Effect on it: (ii) as of the da~e hereof, there are
not pending or, to the actual knQwledqe of its executive
officers, threa~ened, in writing, any audits, examination3,
iDve3tigations or otherproceedinqs in respec~ of Taxes or
Tax matters: and (i1i) there are not, to the actual knowl­
edge of its executive officers, any unresolved questions or
claims concerning it3 or any of its Subsidiaries' Tax
liability that are reasonably likely to have a Material
Adverse Effec~ on it. Neither it nor any of its Subsidi­
aries has any liability with respec~ to income, franchi3e or
similar Taxes in excess of the amounts accrued in respect
thereof that are reflected in the financial statements
iDclude~in its Reports, except such excess liabilitiea aa
are not, individually or in the aggregate, reasonably likely
to have a Material Adverse Effect on it.
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.. -,... - - - . a 'X) -_"••e -_0_- ""'::IlV"l"\S .:~:-.. -.. _•• .:.~ ."'\. reemen't, ....... _
(;n ~ ,. . . ... . -... ----::. i • - •• ,. "" • -he - ..-s ""'axe." ana... c.. _al...g, "._u ::. __ i_ ...ean.nq, _. "--...... =,
"Taxlbl""~ ~~c~~~es ~~l :~deral, s~a~e, local and ::reiqn
income, ;:ro:::z. :=~nc~.:.~e, ~ross =eceip~s, envir=nmen~al,

cus~oms du't·/, :~?.:.:::i ~ ::::k, .severance, stamp, ;:ayr:ll,
sales, empl=:~en~. .:nem~~=ymen't, disability, use, ?roper~y,

withholding, ~xc.:.~e. ~roduc~ion, 7alue adaed, ~ransfer,

occupancy anti =~her :~xes, duties or assessmen~s of any
nature wna'ts:ever, :oqe'ther with all interes~, penalties ana
ac1aitions imposea Nl'th =espec~ to such amounts ana any
interest in =espec't ~t such penalties and additions, and
(y) the term ""'ax 0.", .. --:" includes all returns, amendec:l
returns and =epor:s :including elections, declara~ions,

disclosures, schedules. ~stimates and information returns)
required to be suppl~:!J :: a Tax aU~hority relating 'to
Taxes.

(h) Coma; ;aDce with Laws. txcep't as set forth
in its Repor:s :ilea ?r.:.or to the date hereof, the busi­
nesses of eac~ :: .:.: ana its Subsidiaries have not been, and
are not bei~;, :onduc:ea in violation of any law, statute,
ordinance, =equla't~on, judqment, order, decree, injunction,
arbitration award, license, authorization, opinion, agency
requirement =r perm~t of any Governmental Entity or comman
law (collec't~."ely, ..~"', except for violations that are
not, individually or in the aggregate, reasonably likely to
have a Material Adverse ~ffec~ on it or to prevent, or
materially impair its ability to effect, the consummation by
it of· the transac~~ons contemplated by this Aqreement or the
Stock Option Agreemen't. Except as set forth in its Reports
filed prior :: t~e date ~ereof, as of the date hereof no
investigation or =ev~ew oy any Governmental Entity with
respect to it or any of its Subsidiaries is pendinq or, to
the actual knowledge of its executive officers, threatened,
nor has any Governmen'tal Entity indicated an intention to
conauct the same, excep't for those the outcome of which are
not, indiVidually or in the aggregate, ~easonably likely to
have a Material Adverse ~ffect on it or to prevent, or
materially impair its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Aqreemen't. To the actual knowledqe of its
executive officers, as of the date hereof no material change
is required i~ its or any of its Subsidiaries' processes,
properties or proceaures in connection with any such Law.,
ana it has not received any notice or communication of any
material noncompliance with any such Laws that has not been
cu:ec:l as of the date hereof, except for such changes ana
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4gg:eqa~e, :~asor.abl! ~~kely =0 have a Mater~31 Adverse
tffec~ on ~: :: ~~ p:even~, or ~~er~ally ~~ai= ~:s ability
to effec~, ::-.e '::::nsu::::-.a ':.:.::n by :. ': of ':he ':.:ansac~~:ns con­
templated by :~is ~greernent. ~r t~e S~ock Option Agreement.
tach of it ana :=s ~ubs~diar~es ~as all per.m1~s, licenses,
franchises, o:ar:..ances. -=xemp~ions, orders and other ,;overn­
mental 4uthc::.::at:.:ns, :onsents and approvals (collectively,
"!ermit-"1 necessary ~o conduc~ their business as presently
conducted, except :or =hose the absence of which are not,
indiVidually or in the aggregate, reasonably likely to have
a Material Adverse ef~ec~ on it.

5.2. Bep:D:.~"a"~gn: ,ad WAr~'Dt~A. ~f -he
Company. Except:s set :or~h in the corresponding sections
or subsec~i:::ns of ::-:.e ;::.mpany Disclosure Letter, the Company
hereby represent~ ~na ~arrants to sac and Merger Sub that:

(4) Cap,·,l Sttuct~r•. The authorized capital
stock of the ~:::mpany ~onsists of 300,000,000 Company Shares,
of which 66,666,:68 Company Shares were issued and outstand­
ing and 2,230,586 Company Shares were held in treasury .s of
the close of business en December 31, 1997; 2,000,000 sbares
of preferred seock, par value SSO.OO per share (the
·Prefiu;red ::'barAC "', of which no shares were outstanding as
of the close of business on Oecember 31, 1997; and
50,000,000 shares of preference stock, par value Sl.00 per
share (the "~r=~·~·nh: Shor-,"1, of which no shares were
outstanding as of December 31, 1997. All of the outstanding
Company Shares have been duly authori:ed and are validly
issued, fully paid and nonassessable. Other ~han

2,000,000 Preference Shares, designaeed "Series A Junior
Participating Preference Stock", reserved for issuance
pursuant to the Rights Agreement, dated as of Oecember 11,
1996, between the Company and State Street Bank and Trust
campaay, as Rights Agent (the "Bight' Agre,ment"1, Company
Share. re.erved for issuance pursuant eo tbe Stock Opt~Qn

Aqreement and Company Shares reserved for issuance as set
for~ below or which may be issued in accordance with
Sect10n 6.1(a), the Company has no Company Shares, Preferred
Shares or Preference Shares reserved for issuance. As of
December 31, 1997, there were not more than 6,650,000 Cam­
pany Shares :eser7ed for issuance pursuant to the Company's
1986 'Stock Option Plan, 1995 Stock Incent1ve Plan, Non­
Employee Director Stock Plan, Incentive Award Deferral Plan
and 1996 Non-Employee Director Stock Plan (collect1vely, the
·'tosk P3.n,"). tach of the outstanding shares of capital
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s~ock or o~he~ 3ec~=~~~;s cf eac~ Ot ~he c=mpany's
Signi:~can~ :~bs~diar~es ~s duly au~hori:ea, 7alidly issuea,
fully paid and ~~nassessable and cwned by ~he Company or a
direc~ or ~~di=ec~ Nnolly-owned Subsidiary of the Company,
free and ciear ~! any ~ien# ~leQge, 3ecu=~~y in~eres~, claim
or other enc~~rance. ~xcep~ as se~ :or~h above ana excep~

for Company Shares and op~ions ~o purchase Company Shares
which may be issued in accordance with Sec~ion 6.1(&),
neither ~he Company nor any of its Subsidiaries has any
obligation wi~h =espec~ :0 any preemptive or other outstand­
ing rights (o~her than s~ock appreciation rights in respect
of not more than 40,000 Company Shares), options, warrants,
conversion rights, stock appreciation rights, redemp~ion

rights, repurchase =ights, agreemen~s, arrangements or
commitmen~s to issue or sell any shares of capital stock or
other securi:~es of the Company or any of ~ts Significan~

Subsidiaries or any securi~ies or obliga~ions conver~ible or
exchangeable into or exercisable for, or giving any Person a
right to ~ubscribe for or acquire, any securities of the
Campany or any of its Siqnifican~ Subsidiaries, and no
securities or obliqa~ions evidencing such rights are
authorized, issued or outs~andinq. The Company Shares
issuable pursuan~ to the Stock Option Agreemen~ have been
duly reserved for issuance by the Company, and upon any
issuance of such Company Shares in accordance with the ter.ms
of the Stock Op~ion Agreement, such Company Shares will be
duly ana validly issuea and fully paid ana nonassessable.
The Company does not have ou~s~anding any bonds, deben~ures,

notes or other obliqa~ions the holders of which have the
right to vo~e (or convertible into or exercisable for
securities haVing the riqh~ to vo~el with the shareholders
of the Company on any ma~~er.

(b) Cgrporate a"thori~y: ApprOYal and fAimeR=.
The Company has all requisite corporate power and authority
and haa taken all corpora~e action necessary in order to
execute, deliver and perfor.m its obligations under this
Aq:....nt and the Stock Option Agreement and to consummate,
subject only to approval of this Agreement by the holders of
two-thirds of the outstanding Campany Shares (the "Cgmp.ny
BemJi=i1;. Vote") ana the Campany Required. Consents, the
Mer;er. Each of this Agreement and. the Stock Option Aqree­
manthas been duly executed ana deliverea by the company and
ia a valid and binding agreement of the Campany enforc.able
a,ainst the Campany in accordance with its ter.ms, subject to
bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability
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equit.'l pr:.::.::..;':"es :':le "~anY;"''';;b'''·'' ,nd :-o,pi"·,. =';Sc;,.p:;'on") .
The board :: ~~:ec~::s c: :he C:~any {A) has adopted this
.Aqreemen~ ;na ~ppr=~ea :~e Merger and :he ot.her :=ansac~ions

cont.empla~eQ ~~reoy. '3) ~as app==~eQ ~~e ~xec~~ion and
delivery of :~e S:ocy. 0pt.~on Aqreement. and te} has :eceived
the opinion of ~:s financial advisors, Salomon Smit.h Barney
Inc., in a c-.:st.omary form and to t.he effect that :he Herqer
Considerat.ion to be received by the holders of the Company
Shares in the Merger is fair to such holders from a
financial point. of ·liew.

(i) A copy of each bonus, deferred
compensa~icn, ?ens~on, =eti:emen~, profit-shar1.~q, :hr~ft,

savings, employee st.ock ownership, stock bonus, st.ock
purchase, rest.:~ct.ed st.ock, stock option, employment.,
ter.mination, severance, compensation, medical, healt.h or
other mat.erial plan, agreement, policy or arrangement. that
covers employees, direct.ors, ~ormer employees or former
directors of ~: and it.s Subsidiaries (its "Cgmpen,atiQn And
B,nef';t O,.,n!!"~ and any trust agreements or insurance
contracts for.m~nq a part. of such Compensation and Benefit
Plans has been made available by the Company to sse prior to
the date hereof and each such Compensa~ion and Benefit Plan
is listed in Sect.ion 5.2(c) of the Company Disclosure
Le~ter.

(ii) All of its Compensation and Benefit
Plans are i~ sucst3ntial compliance with all applicable law,
inclUding the Code and the Employee Re~irement Income
Securi~y Act of 1974, as amended ("ERISA") wi~h the
exception of ·any instances of non-compliance that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on the Company. tach of its
Compensation and Benefit Plana t.hat' is an "employee pension
benefit plan" ~i~hin the meaning of Section 3(2) of £RXSA
(a "'-n3ipn en ,n'" and that is intended to be qualifiecl
under Section 401(a) of ~he Code has received a favorable
determination letter from the Internal Revenue Service (the
"lIa"), and i: is no~ aware of any circumstances likely to
result in revocation of any such favorable determination
letter. Aa of the date hereof, there is no pending or, to
the knowledge of it.s executive officers, threatened in
writinq material litigation relatinq ~o its Campensation
and Benefit Plans. Neither it nor any Subsidiary has
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~naaaed ~~ a :=~nsac~::~ wLch =eSDec~ ~o any of ~~S

COMpensac~:~ ~~a =~~et~~ ?lans ~~a~, ~ssuming ~~e :£xable
oerioa of s~c~ :=ansac~~~n exc~=ea as of the date hereof,. .
would sUbjec~ ~: ~r any c: ~~s Subsidiaries to a ma~erial

:.ax or cenal:': :.~ccseQ =.., ~ither Sec~~::n 4975 of :~e CeQe or
Sec~ion· 502 :~ ~R!SA ;nQ't~at ~s reasonably likely ~o have a
Material Adver~; E::ec~ ::n the Company.

Ilii: As of the date hereof, no :iability
uncier Subt:"~~= :: ~r D of 'l'itle IV of ERISA (other ttlan the
payment of prospec~~~e premium amounts to the Pension
Benefit Guaranty Corporacion in the nor.mal course) has been
or is expec~=ti :0 be ~ncurred by it or any Subsidiary with
respect to any onqo~nq, :ro%en or ter.minated "single­
employer plan", ~lthi~ the meaning of Section 4001(a) (lS) of
ERISA, curr'!~':~'~' -:r :',jrmerly maintained by any of :hem, or
the single-~mpi:fer ?ian of any en~~ty which is cons~dered

one employer ~lth ~t under Section 4001 of ERISA or
Section 414 of ':he r:ode (its "tHIS! Af:n iate", (each such
single-empl.oyer ::lan, :.~s "ERISA Affiliate Plan lt ). No
notice of a "=epor~able '!vent", within the meaning of
Section 4043 of ~RISA for which the 30-day reporting
requirement ~as not been waived, has been required to be
filed for any of i~s Pension Plans or any of its ERISA
Affiliate Plans ~ithin the 12-month period ending on the
date hereof or will be required to be filed in connection
with the transac~ions con~emplated by this Agreement.

{iVI Neither any of its Pension Plans
nor any of its ERISA Affiliate Plans has an "accumulated
funaing defi=~=nc'llt (whether or no~ waived) within the
meaning of Seccion 412 of the Code or Section 302 of ERISA.
Neither it nor its Subs~diaries has provided, or is required
to prOVide, security to any of its Pension Plans or to any
of its ERISA Affiliate Plans pursuant to Section 401(a) (291
of the Code.

(v) The consummaeion of the Mer;e~ (or
its approval by its shareholders) and the other transactions
contemplated by this Agreement anel the Stock Option
Aqreement will not (x) entitle any of its employees or
directors or any employees of its Subsieliaries to severance
pay, directly or indirectly, upon ter.mination of employment,
(y) accelerate the time of payment or v.stin; or trigger any
payment of compensation or benefits uncler, increase the
&maunt payable or trigger any other material obligation
pursuant to, any of its Compensation anel Benefit Plans or
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(z) :e.ul~ .- any c:eacn := 7iola~~=n of, :r a default
under, any ~: :~s ~~mpe~5a~~=n and :enef~~ ?lans.

(vii Since c~e Audit :ate, :xcep~ as
provided :or ~ere~~. :~ t~e Comcanv ~isclosure :e~~er or as
aisclosed .:.~ ::'e ·:::mpany' S Repo~~s - filed pr~or '::;) t:he date
hereof, there reas no~ been any increase in the compensa~ion

payable or that: ~~uld become payable by it or any of its
Subsidiaries :~ off~=ers or key employees or any amendment
of any of its Compensat:~on and Benefit Plans o~her than
increase. or amenaments in the ordinary course.

(d) Take~v~~ ~t3tyte=. The Soard of Directors
of the Company, ':'ncluaing a majority of the non-employee
directors of ~he Company, has dUly adop~ed :esolutions
approving the Merger, :he StocK Option Agreement and the
transactions con~emplateQ hereby and thereby and
specifically naming SBC and its existing and future
affiliates or associates (as such te~ are defined under
Section 33-840 and 33-843 of the CBCAl. Such resolu~ions

satisfy the requirement:s of Sections 33-B42(c) (1) and 33­
844(a) of the CaCA, are by their terms irrevocable, and have
not been amended or modified in any manner. The provisions
of Sections 33-841 and 33-844 of the CBCA do not and will
not apply to the Merger or the other transactions
contemplated by this Agreement or the Stock Option
Agreement. No other "fair price," "moratorium," "control
share acquisition" or other similar anti-takeover statute or
regulation (each a "TakeQye~ Statyte'" as in effect on tbe
date hereof or any an~~-takeover provision in the Company's
certificate of incorpora~ion and by-laws is applicable to
the Company, the Company Shares, the Merger or the other
transactions contemplated by this Agreement or the Stock
Option Agreement.

(e) Enyironmental Metter=. Except as disclosed
J.nits aeports filed prior to the date hereof and except for
such matters tbat, indiVidually or in tbe agqreqate, are not
reasonably likely to have a Material Adverse Effect on it:
(1) each of it and its Subsidiaries has complied with all
applicable Environmental Laws (as defined below); (ii) the
properties currently owned or operated by it or any of its
Subsidiaries (inclUding soils, any groundwater underlying
such properties, surface water, buildings or other
structures) are not contaminated with any Hazardous
Substances (as defined below) at levels that require
iDvest1qation or-cleanup under applicable Environmental
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Laws: . iii) :~e c==t:er~:.es ==rme rl:,' ownea or coerat:ea bv it. . - - . .
or any c: ~~S ~~bs:.diar:.es ~ere no~ =~n~amina~ed wi~h

Hazardous S~bs~ances dur~~g ~he period of ownership or
operaeion C'l .:.: :r any of :':S Subsl.diaries: (iv) neither it.
nor any c: ~~S ~~bs:.diar~es has recei~ea writ.~en no~ice thae
it is subjec~ :: ~~abil~:y for any Hazardous Subs~ance

disposal or =~nta~nation on any third party proper~y;

(v) neit.her ~: nor any Subsidiary has been responsible for
any release ~r threat of release of any Hazardous Substance:
(vi) as of the date hereof neither it nor any Subsidiary has
received any written notice, demand, letter, claim or
requese for :'nformation alleging thae it or any of its
Subsidiaries may be in violaeion of or liable under any
Environmeneal ~aw: and (vii) neither it nor any of ies
Subsidiaries ~s sUbjec~ to any binding orders, decrees,
injunc~ions c: other arrangements with any Governmental
Ent.ity or is subject :0 any indemnity or other agreement
with any third party relating to liability under any
£nvironmen~al :aw or relat.ing to Hazardous Subseances.

As used herein, the term "EnyirQnm'mta1 Taw" means
any Law relating to: (Al the protection, investigation or
restorat.ion of the environment, health, safety, or natural
resources, (Bl the handling, use, presence, disposal,
release or threatened release of any Hazardous Substance or
(el noise, odor, wetlands, pollution, contamination or any
injury or threat of injury to persons or property in
connection with any Hazardous Substance.

As used herein, the term "Ha7ar:gp: ~ubst~nben

means any substance that ~s: listed, classified or
regulated pursuant to any Environmental Law, including any
petroleum product or by-product, friable asbestos-containing
material, lead-containing paint, polychlorinated biphenyls,
radioactive materials or radon.

(fl Labpr Motter:. ~ of the date hereof,
neither it nor any of its Subsidiaries is the subjece of any
material proceeding asserting that it or any of its
Subsidiaries has committed an unfair labor practice or is
seeking to compel it. to bargain with any labor union or
labor organization nor is there pending or, to the actual
knowledge of its execueive officers, threatened, nor has
there been for the past five years, any labor strike,
dispute, walkout, work stoppage, slow-down or lockout
involVing it or any of its Subsidiaries, except in each ca.e
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as :':s not., :'ncii-::.aual.:'! or :'n t~e agg:-egat.e, =easonably
likely :0 ~ave _ Mater~al. ~dverse ~!:ec~ on :.~.

(gl aig~~~ ~gr••M'~-_ ~he c~mpany has amended
the ~ights ~greemen~ ~o provide ~~at ~either sac nor Merger
Sub shall be deemea ~o be an Acqu~::':l; Person :as defined in
the Rights Agreement: and the Dist.r:.~ut.:'on Date (as defined
in the Right.s Agreemen~l shall not. be deemed to occur and
that the Right.s will not become separable, dis~ribut.able,

unredeemable or exercisable as a result of entering into
this Agreement., the Stock Option Agreement or consummating
the Herger and/or the o~her transact.ions contemplated hereby
a.nd thereby_

(hl Brg~.~: and ~~pdft~:_ Neither it nor any of
its officers, jirect.ors or employees has employed any broker
or finder or ~~cur:ed any liability for any brokerage fees,
commissions or finders' fees in connection with the Merger
or the other t:ansac~ions contemplated in this Agreement and
the Stock Opt~on Agreemen~ excep~ that the Company has
employed Salomon Smith Barney Inc. as its financial advisor,
the arrangements with which have been disclosed to SSC prior
to the date hereof.

(il Xntelle~tpll 0rQpet~.,_ (i) The Company
and/or each of its Subsidiaries owns, or is licensed or
otherwise possesses legally enforceable rights to use, all
patents, trademarks, trade names, service marks, copyrights,
and any applica~ions therefor, technology, know-how,
computer software programs or applications, and tangible or
intangible propriet.ary information or mat.erials that are
used in its or any of its Subsidiaries' businesses as
currently conducted, and to the actual knowledge of its
executive officers all patents, trademarks, trade names,
service marks and copyrights held by it and/or its
Subsidiaries are valid and subsisting., except for any
failures to so own, be licensed or possess or to be valid
and subsisting, as the case may be, that, individually o'r in
the aggregate, are not reasonably likely to have a Material
Adverse £ffec~ on it.

(ii) Except as disclosed in its Reports filed
prior to the date hereof or as is not reasonably likely to
have a Material Adverse Effect on the Company:

(Al it and its Subsidiaries are not, nor will any
of them be as a result of the' execution and
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dei~~=~: ~: :~~~ Agreemen~ ~r ~~e per:::rnance of
~~S :=i~;a~~:~s ~ereunder, ~n violat~on cf any
licenses. ~ucl~=enses and o~her agreemen~s as to
whi=~ ~: ~r :nv ~f i~s Subsidiaries ~s a par~y ana
purs~an: :: Nn~=~ ~~ or any Subsidiary is
au~t==~==Q :: use any chird-par~y paten~s,

tracemar~s, 3er~ice marks, and copyrights ("Third­
PA:-~· ·_~.i1~~~;,1 o~aper~y Bight"';

(Sl :0 the ac~~al knowledge of the Company, no
claims as of the date hereof with respec: to (1l
the paten~s, registered ana material unregistered
traaemarr.s and service marks, registered
copyr~qhts, :rade names, and any applications
therefor ~wneQ by it or any its Subsidiaries (the
"Qwn~'d -;-; ..... i ~ ""'--rial o"'rlpe:"., Pigbt:lf~; (II) any
trace ~ec~e~s ~a~erial to it: or (III) ~hird-Par~y

Intellec~~al Property Rights are currently pena1nq
or, :0 ::le ~:nowledge of its executive officers,
are :~reateneti by any Person: and

(Cl to the actual knowledge of its executive
officers, :here is no unauthorized use,
infr~ngemen~ or misappropriation of any of the
Owned !ntellectual Property Rights by any third
party, including any of its or any of its
Subsidiaries' employees or former employees.

(j) Severance Payments. No paymen~s to be made
to any of the officers and employees of the Company or its
Subsidiaries as a result of the consummation of the Merger
will be subjec~ ~o the Qeduc~ion limitations under Section
2S0G of the Code.

5.3. Bepte-entatipn= and Wottantie= Of sac and
Merger Syb. Except as set forth in the corresponding
sections or subsections of the sse 01sclosure Letter, sse,
on behalf of itself and Merger Sub, hereby represents ana
warrants to ~he Company tha~:

(a) 'CApital St:uctpte. (1) The authorized
capital stock of SSC consists of 2,200,000,000 shares of sac
Cammon Stock, of Which 918,627,275 shares were issued and
outstanding and 13,831,028 shares were held in treasury as
of the close of Dusiness on Oecember 30, 1991; ana
10,000,000 shares of Preferred Stock, par value 51.00 per
share (the "SaC ~~.fAr:.d Shote="), of which no shares were
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outs~anai~g as :: ~he ~~=se ~: busi~ess on December ::,
1997. All~: :~e cu~s~anai~g shares of sac :ommon 2tock
have been duly ~u~r.or~=ed ana are 'ralidly ~ssuea, :~lly paid
and nonassessable. SSC ~as ~o shares of sac :ommon Stock or
sse Preferred ~~ares =eser~ed ~=r ~ssuance excep~ :ta~ SSC
has =eserveo ~o more ~han :0,000,000 SSC Preferred Shares
for issuance pursuan~ :0 ~he Riqh~s Agreement, dated as of
January 27, :989, between SSC and .\merican Trans~ecn, Inc.,
as Rights Agent, as amended by the Amenamen~ of Rights
Agreement, ~a~ed as of August 5, 1992, between SSC ana The
Bank of New York, as successor Rights Agent, and the Second
Amenament of Rights Agreemen~, dated as of June 15, 1994,
between SSC and The Bank of New York, as successor Rights
Agent (as amenaed, :he "SSC pight e Agre.m'"t"). Each of the
outstanding shares of capi~al stock of each of SSC's
Significan~ ~ubs~diar~es is duly au~hori=ed, validly issued,
fully paid ana ~onassessable ana ownea by SSC or a direct or
indirect wholly-owned subsidiary of SSC, free and clear of
any lien, pledqe, security interest, cla~ or other
encumbrance. Except pursuant to SSC's Senior Management
Long Te:m Incen~ive Plan, Incentive Award Deferral Plan,
Non-Employee Directors Stock and Deferral Plan, Stock
Savings Plan, ~994 Stock Option Plan, 1996 Stock and
Incentive Plan, 1995 Management Stock Option Plan, Savings
Plan, Savings and Security Plan and stock plans assumed by
SSC pursuant to the merger of SSC Communications (NVl, Inc.
with and into Pacific Telesis Group consummated on April 1,
1997 (collec~ively, the "sse Stock c'ap:I"', neither SSC nor
any of its Subsidiaries has any obligation with respect to
any preemptive or other outstanding riqhts, options,
warrants, conversion riqhts, stock apprecia~ion rights,
redemption rights, ~epurchase rights, agreements,
arranqements or commitments to issue or to sell any shares
of capital stock or other securities of SSC or any of its
Significant Subsidiaries or any securities or obliqations
convertible or exchangeable into or exercisable for, or
q1vinq any Person a right, to subscribe for or acquire, any
securities of the Company or any of its Significant
Subsidiaries, and no securities or obligation evidencing
such rights are authorized, issued or outstanding. SSC does
Dot have outstanding any bonds. debentures, notes or other
obligations the holders of which have the right to vote (or
convertible into or exercisable for securities haVing the
right to vote) with the stockholders of SSC on any matter.

(i1) !be authorized capital stock of
Merger Sub consists of 1,000 shares of common stock, par
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'faiue Sl.00 ;::er ~hare, .lll :>f which are ·;alidly issued and
ou~s~anding. ;ll:f the ~ssued and ~u~s~andinq capi:al
s~ock of Mer;er Sub :s, and a~ ~he ~ffec~ive T~e will be,
owned by sac, ~nd ~here are (il no o~her shares of capital
s~ock or other ·:~ting securities of Merger Sub, (ii) no
securities c: ~1er;er Sub conver~:'ble in~o or exchanqeable
for shares of capit:al s~ock or ot:her vo~inq securit:ies of
Merger Sub ana (iii) no op~ions or o~her riqhts to acquire
from Merqer S~b, and no obliga~ions of Merqer Sub to issue,
any capital stock, other vo~inq securities or securities
convertible into or exchanqeable for capital stock or other
votinq securi~:'es of Merqer Sub. Merger Sub has not
conducted any business prior to the date hereof and has no,
and prior to the Effec~~ve T~e will have no, assets,
liabilities or obligations of any nature other than those
incident to ~~s forma~~on and pursuan~ :0 this Agreement and
the Merger ana ~he other transact~ons cont:emplat:ed by this
Agreement.

(b) CObpobat A nuthOt;~Yi ~pproyal and ~airpe==.

sse and Merger Sub each has all requisite corpora~e power
and authority and each has taken all corporate action
necessary in order t:o execute, deliver and perfo:m its
obliqations under this Agreement and the Stock Option
Agreement and to consumma~e, subject: only to the sse
Required Consents, the Merger. Each of this Aqreement: and
the Stock Option Agreement has been duly executed and
delivered by SBC and Merger Sub and is a valid and binding
agreement of SBC and Merger Sub, enforceable aqainst each of
SSC and Merger Sub in accordance with its terms, subject to
the Bankrup~cy and Equity Excep~ion. SBe has received the
opinion of its financial advisors, Lazard creres & Co., in a
customary form and to the effect that the Merger
Consideration to be paid by sse in the Merger is fair to sac
fram a financial point of view. The shares of SSC Common
Stock, when issued pursuant to this Agreement, will be
validly issued, fully paid and nonassessable, and no
stockholder of SSC will have any preemptive right of
subscription or purchase in respect thereof.

(c) Broker: and rinde~:. Neither it nor any of
its officers, directors or employees has employed any broker
or finder or incurred any liability for any brokerage fe•• ,
commissions or finders' fees in connec~ion with the Merqer
or the other transactions contemplated in th1. Aqreement aad
the Stock Option Agreement except that "sac and Merger Sub
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have empl:yed :~zar:

acivisor.
:-"A"'OC.----- £ Co. as ~~eir :inancial

Covenan~s

6.1. tnte'" ~:;t opetat ~ 'riN' • (a) The Company
covenan~s and agrees as to itself and its Subsidiaries tnat,
after the date hereof and prior to the £ffec~ive T~e

(unless sse shall otherwise approve in writing, which
approval shall not be unreasonably withheld or delayed, and
excep~ as otherwise expressly contemplated by this Aqreement
or the Stock Option Agreement, in the Company Disclosure
Let~er or as =equi:ed by applicable Law):

(i) the business of it and its
Subsidiaries shall be conducted in the ordinary and usual
course and, ~o the ~xtent consistent therewith, it and its
Subsidiaries shall use all reasonable effor~s to preserve
its business organization intac~ and main~ain its existing
relations and qoodwill with customers, suppliers,
regulators, distributors, creditors, lessors, employees and
business associates:

(ii) it shall not (A) ~end its
certificate of incorporation or by-laws or amend, modify or
terminate the Rights Aqreement: (8) split, combine,
subdivide or =eclassify its outs~andinq shares of capital
stock: {C} declare, set aside or pay any dividend payable in
cash, stock or property in respect of any cap~tal s~ock,

other than per share regular quar~erly cash diVidends not in
excess of SO.44 per Company Share: or (O) repurchase, rede..
or otherwise acquire, or permit any of its Subsidiaries
(other than the Company's Employee Stock Ownership Plan) to
purchase or otherwise acquire" any shares of its cap!tal
seock or any securities convertible into or exchangeable or
exercisable for any shares of its capital stock:

(iii) neither it nor any of its
Subsidiaries shall knOWingly take any action that would
prevent the Merger from qualifying for "pooling of
interests" accounting treatment or as a tax-free
-reorganization" within the meaning of Section 368(a) of tn.
Code or that 'would cause any of its representations and
warranties herein to become untrue in any material respect:
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fi~1 ~e~c~e~ ~~ r.or any of ~~s

Subsidiar~s~ :~ai: :~~=~~ace, estacl~sh, adopc, an~er ~nto,

make any r.ew ;=ancs == awards unaer, amend or otherwise
mod.ify, any ·:.:.:nper.sat:..=n and. Benef:'~ Plans or inc:ease the
salary, ~age, =~nus := ocher =ompensac~~n of any directors,
officers or ~mpl.=·/ees .;:::<cepc :Al ::or grants or awar:s to
directors, ~f~:'cers and employees of it or its Subsidiaries
uncier existi:lg ':ompensation and Senefit Plans in such
amoun~s and C~ such ~erms as are consistent with past
practice, (81 ~:l the normal and usual course of business
(which shall ~nclude nor.mal periodic perfor.mance reviews and
related compensac~on and benefit increases anci the provision
of inciividual ~ompensation and Benefit Plans consistent with
past practice for promoced or newly hired officers and
employees and the adopc~on of Compensa~ion and Benefit Plans
for employees ~f ~ew Subs1diaries in amounts and on terms
consis~ent ~~ch ?asc ~racc~cel or (Cl for actions necessary
to satisfy ex~st~nq contractual obligations under
Compensation and Eenefit Plans existing as of the date
hereof:

(v) neither it nor any of its
Subsidiaries shall issue any preferred stock or incur any
indebtedness for borrowed money (other than indebtedness
incurred solely for the purpose of funding the Escrow
Account or the replacement or refinancing of existing short­
ter.m indebtedness) or guarantee any such indebtedness if the
Company should reasonably anticipate that as a result of
such incurrence any of the Company's or any of its
Subsidiaries· outstanding senior indebtedness would be rated
lower than A by Standard & Poorls;

(vi) neither it nor any of its
Subsidiaries shall make any capital expenditures in any
calendar year in an aggreqaee amoune in excess of the
aqgreqate amoune reflected in the Company's capital
expenditure bUdget for such year, a copy of which has been
prOVided to SSC, plus S100 million:

(Vii) except as contemplated by
Section 6.1(a) (iv), neither the Company nor any of its
Subsidiaries shall issue, deliver, sell, or encumber share.
of any class of its common stock or any securities
convertible into, or any rights, warrants or options to
acquire, any such shares except the option granted under the
Stock Option Agreement, options outstanding on the date
hereof undertneStock Plans, awards of options and
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res~=ic~ed ~~:cy. ;=an~ed ~ereaf~er ~naer ~~e Etock Plans in
the orciir.ar? -:::urse .:;= ::~sJ.ness :':1. acc::':iance ~/ieh ::~is

Aqreemen~ and_shares :ssuable pursuan~ ~~ such op~i~ns ana
awards:

(viii) neither it nor any of i~s

Subsidiaries shall spena in excess of SSO million in any
calendar 7ear :0 acqui:e any business, ~nether by merger,
consolida~i::n. purchase of proper~y or assees or otherwise
(valuinq any non-cash considera~ion at its fair market value
as of the date of the aqreemen~ for such acquisition). For
purposes of this clause (viii), the amoun~ spen~ with
respec~ to any acquisition shall be deemed to include the
aqgreqate amoun~ of capi~al expenditures that: the Company is
obligated" to make at any time or plans to make as result of
such acquisJ.::~on ~ithin ~~o years after :he date of
acquisition;

(ix) neither it nor its Subsidiaries
shall en~er any business o~her than the telecommunications
business and those businesses traditionally associaeed with
the telecommunications business or enter into or ex~end any
telecommunications business ou~side the geographic areas
served by it and ::s Subsidiaries as of the date of this
A9reement: and

(x) neither it nor any of its
Subsidiaries shall agree prior to the Effective T~e to do
any of the foregoing after the Effective T~e.

(b) SSC ~ovenant:s and agrees as to itself and its
Subsidiaries that, after :he date hereof and prior to the
Effective Time (unless the Company shall otherwise approve
in writing, which approval shall not be unreasonably
withheld or delayed, and except as otherwise expressly
contemplated by this A9reement or in the sse Disclosure
Letter or as required by applicable Law):

(i) it shall not (A) amend its
certificate of incorporation or by-laws in any manner that
would prohibit or hinder, tmpede or delay in any material
respect the Merger or the consummation of the transac~ioDS

contemplated hereby: (S) declare, set aside or pay any
dividend or other distribution payable in cash or property
(other than SSC Common Stock) in respec~ of any capital
stock, o~er than per share re9Ular quarterly cash
dividends; or (Cl repurchase, redeem or otherwise acquire,
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or per.mi: any :: ~~S Subs~diaries t~ purchase ex =~herNise

acquire, ~xce;~ :~ open ~rke~ :=ansac~ions or ~~ connec~ion

wi~h ~he sse :::CK Plans, any shares of its capi~al stock or
any secu=i:~es ::nver~ible ~nto or exchangeacle =~r any
shares of ~~S =3pi~al s~ock;

(iil neither it nor any of its
Subsiaiaries shall knOwingly ~ake any action that ~ould

prevent :ne Merger ::om qualifying as a tax-free
"I:eorganiza~i=n" 'Ilithin the meaning of Section 368 (a) of the
Code or tha~ would cause any of its representations and
warranties herein to become untrue in any material respect,
proVided, hQweY·~, tha~ nothing con~ained herein shall limit
the ability of SSC :0 exercise its rights under the Stock
Option Agreement: and

(iii) neither it nor any of its
Subsidiaries will au~horize or en~er into an agreement to do
any of the foregoing.

(cl sac and the Company agree that any written
approval ob~ained under this Section 6.1 may be relied upon
by the other party if signed by the Chief Executive Officer,
Chief Financial Officer, chief legal officer or ano~her

executive officer of the other party.

6.2. Acqui:ition ptppQsals. (a) The Company
agrees that neither it nor any of its Subsidiaries nor any
of the officers and directors of it or its Subsidiaries
shall, and tha~ it shall direct and use its best efforts ~o

cause its and i:s Subsidiaries' Representa~ives no~ to,
directly or indirectly, initiate, solicit, encourage or
otherwise fac11itate any inquiries or the making of any
proposal or offer with respect to a merger, reorganization,
share exchange, consolidation or similar transaction
involving it, or any purchase of, or tender offer for, 15'
or mare of the equity securities of it or any of its
Subsidiaries listed on Schedule 1 or 15' or mare of its aDd
its Subsidiaries' assets (based on the fair market value
thereof) taken as a whole (any such proposal or offer being
hereinafter referred to as an "ASqpi5itign prgpg501",. The
Company fur~her agrees that neither it nor any of its
Subsidiaries nor any of the officers and directors of it or
its Subsidiaries shall, and that it shall direct and use its
best efforts ~o cause its Representatives not to, directly
or indirec~ly, have any discussions with or provide any
confidential information or data to any Person relatinq to
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an Acquisit:':n ?r~posal .::: engage i:l any negotiations
concerning an Acquisi::'~n Proposal, or otherwise :ac~litate

any effort or attempt =0 make or implement an Acquisition
Proposal; a;g7i~=g, ~QW'V·~, that :lothing contained in this
Agreement snall prevent =he Company or its board of
directors from (A) complying with Rule 14e-2 promulgated
under the Exchange Act ~ith regard to an Acquisition
Proposal; (8) making any disclosure to the Company's
shareholders if, in the good faith judqment of the board of
directors of the Campany, failure so to di$close would be
inconsistent· with its obligations under applicable law:
tel engaging in any discussions or negotiations with or .
prOViding any infor.maticn to, any Person in response to a
bona fide written Acquisition Proposal by any such Person
received after the date hereof that was not solicited by the
Company after the date hereof: or (O) recommending such an
Acquisition Proposal to the shareholders of the Company if
and only to the extent that, in such case referred to in
clause (Cl or (01, the board of directors of the Company
concludes in good faith (after consultation with its
financial advisorl that such Acquisition Proposal is
reasonably capable of being campleted, taking into account
all legal, financial, regulatory and other aspects of the
proposal and the Person making the proposal, and would, if
consummated, result in a transaction more favorable to the
campany·s shareholders fram a financial point of view than
the transaction contemplated by this Agreement (any such
mare favorable Acquisition Proposal being referred to in
this Agreement as a ·Supe;~Qt prgpQ§ol"l. The Company
agrees that it will immediately cease and cause to be
terminated any existing activities, discussions or
negotiations with any parties conduc~ed heretofore with
re.pect to any Acquisition Proposal. The Company also
aqrees that it will promptly request each Person that has
heretofore executed a confidentiality agreement in
connection with its consideration of any Acquisition
'~asal to return all confidential information heretofore
furnished to such Person by or on behalf of it or any of its
Subsicl1a:ies ..

.,

(b) The Company agrees that it will take the
necessary steps to promptly infor.m the individuals 0:
entities referred to in the first sentence hereof of the
obligations undertaken in this Section 6 .. 2. The company
.,rees that it will notify sac promptly if any such
tDquiries. proposals or offers are received by, any such
!Dformation is requested from, or any sUch'discussions or
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neqc~ia~ions ;re ~ougn~ :~ be ~~~t~a~ed or ccn~inued with,
any of the ·:.:~pan,:,' ~ ?ep=esen~ai::'·,es ~nciica~i~q, ~n

connec~ion ~li:~ suet ~o~i=e, the name of such Person ana the
ma~erial ~ar=s sna ==nai~ions of any p:oposals or offers ana
':hereafter shai': .-:eep sse :':lformed, ;;)n a cur:en~ basis, of
~he s~a~us ana ~ai:er~al terms of any such proposals or
offers and t~e Si:ai:US of any such discussions or
neqo~iations_

6.~. tnfgbmab~an Suppl;od. The Company and sse
each aqrees. as co itself and its Subsidiaries, tha~ none of
the infor.ma~ion supplied or to be supplied by it or its
Subsidiaries :or ~:lclusicn or incorporation by reference in
(i1 the Regisi:rai:icn Sta~emeni: on For.m S-4 to be filed with
the SEC by sse ~n connec~ion with the issuance of shares of
SBC Common Stock ~~ i:he Merger (including i:he proxy
s~atemen~ and. prospec~::.s (the "?rQ=pec~t1=/P~Qxy ;:;ta,.omentn,
constituting a pari: thereof) (the "S-4 Begi=tr,tigD

Stfttement"~ will. a~ the t~e the S-4 Reqistra~ion Statement
becomes effec~i7e under the Securities Act, and (iil the
Prospectus/Proxy Stai:emeni: and any ~endment or supplement
thereto Will. a~ the da~e of mailing to shareholders and at
the time of the Shareholders Meeting, in any such case,
contain any ~ni:rue s~atement of a material fac~ or omit to
state-any ma~erial faci: required to be stated therein or
necessary in order to make the statements therein, in the
liqht of the circumstances under which they were made, not
misleading. If at any time prior to the Effective Time any
infor.mation relating to SSC or the Company, or any of their
respective affilia~es. officers or direc~ors. should be
discovered by SSC or the Company which should be see forth
in an ~endmeni: or supplemen~ to any of the S-4 Registration
Statement or the Prospectus/Proxy Statemen~. so that any of
such documen~s would not include any misstatement of a
material fact or omit to state any material fact necessary
to make the statements therein, in the light of the
circumstances under which they were made, not misleading,
the party which discovers such information shall promptly
notify the other parties hereto and an appropriate amendment
or supplement describinq such infor.mation shall be promptly
filed with the SEC and. to the extent required by law,
disseminated to the shareholders of the Company.

6.4. ShArehglder, Meeting. Tbe Company will
take, in accordance with applicable law and its certif1cate
of incorporation and by-laws, all action necessary to
convene a me.tinq of holders of Company Shares (the
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"Sha"'.p;Q i ;: .. ~ '.'••~' -;;" \ ~S ;:==:npt.~:t' as ;:rac-;:.:::.ble after the
5-4 Reg~st=ac~:~ 3tat.emen= ~s decl~rea effec-;:.~e ~= consider
and 70t.e upon :~e apprc7al :f =~is Aqreemen~ and t~e Merger.
Unless the c:ar: ~: jirec-;=rs of =~e C~mpany det.er.m1nes in
good fait.h if=;= ~=nsultat.~on w~t~ out.side :eqal :ounsel
chat. to do so ~oulct result ~n a fail~re ~o comply with its
fiduciary dut.:.es ~nder applicable law, :he Company's board
of di%ect.ors shall recommend approval of this Agreement. and
the Merger and shall take all lawful action to solicit such
approval.

':2. . ••.~ ·.vuc.
6.5. Fi 1;nq=; Qth-: ~st~gn=; Ngti·~clh±gn.·

la) SSC and the Company shall prompt.ly prepare and fi;~e

with the SEC :ne Prospectus/Proxy Stat.ement., and SSC shall
prepare and :~le with the SEC the 5-4 Registrat.ion Stzaement
as prompt.i t as pract.~cacle. SSC and t~e Company each shall
use all reasonable effor~s to have the S-4 Regist.rat.ion·
Stat.ement. declared effect.ive under the Securities Act as
promptly as pract.icable after such filing, and prompt.ly
thereafter mail the Prospect.us/Proxy Statement. to the
shareholders of the Company. SSC shall also use all
reasonable ef~or~s to obtain prior to the effect.ive date of
the S-4 Registrat.ion Stat.ement all necessary state
securities law or "blue sky" permits and approvals required
in connection with the Merger and to consummate the ot.her
transactions contemplated by this Agreement and will pay all
expenses incident there~o.

(b) The Company and sse each sna~l ~~e-aL~~·

reasonable effort.s to cause to be delivered to the otner
party and ~ts directors (i) le~ters of its independent.
aUditors, dated (A) the date on which the S-4 Regist.ration
Stat.ement. shall become effective and (8) the Closing Daee,
and addressed to the other party and its directors, in for.m
and substance customary for "comfort" leeters delivered by
independent public account.ants in connection with registra­
tion statements similar to tn. S-4 Registration Statement,
and (11) a letter fram its independene auditors addressed to
sse and the Company, dated as of the Closing Date, stating
their opinion that the Merqer will qualify for poolinq-of­
interests accounting treatment.

(cl The Company and SSC shall. cooperate with
the other and use (and shall cause their respective Subsidi­
aries to use) their respective best efforts to take or cauae
to be taken all actions, and do or cause to be done all
things, necessary, proper or advisable on it~part under
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this Aqreemer.~ ~nti :~e 3~OCK Op~~~n Agreemen~ ~nd applicable
Laws t~ cons~a~~ anti maKe ~ffect~7e ~~e Merqer and the
o~her t:ansact~=ns c~n~empla~ed by ~his Agre~men~ ana the
Stock Opt~~n ~qreement as soon as prac~icable, including
preparing anti :~li~; as ~romp~lJ as prac~icable all
documen~a~~on :~ effect all necessary applica~ions, ~otices,

petitions, :~l~~qs and o~her documencs and to obtain as
promptly as practicable all consen~s, registrations,
approvals, ?er~~cs and authorizations necessary or advisable
to be obtained :rom any third par~y and/or any Governmental
Entity in ortier to consummace the Merger or any of the other
transactions c~ntemplaeed·by·~isAgreement or the Stock
option·""Agreemer.~; prpyjded,· howeYe1"', that nothing in this
Section 6.5 shall reqUire, or be cons~rued to require, SSC
or·~h. Company :0 proffer~·or "agree to, any concession to
any Governmental Ent~ty if (i) such concession is reasonably
likely to have a Material Adverse Effec~ on the Company
following the Effec~ive Time, (i1) such concession is
reasonably likely to have a Material Adverse Effect on SSC
following the Effective Time rrt b_ing understood that, for
this purpose. ~ateriality shall be determined with reference
to the total enterprise value of the Company and its
Subsidiaries, taken as a whole, rather than that of SSC aDd
its Subsidiaries, taken as a whole, and taking into account
any material restrictions on the ability of sse or any of
its Significant Subsidiaries to conduct its operations as
currently conducted or as proposed to be conducted by it).
Subject to applicable laws relating to the exchange of
infor.mation, SSC and the Company shall have the right ·to
review in advance, and to the extent practicable each will
consult the ~ther ~n, all the information relating to sse or
the Company, as the case may be, and any of their respective
Subsidiaries, that appears in any filing made with, or
written materials submitted to, any third party and/or any
Governmental Entity in connection with the Merger and the
other transactions contemplated by this Agreement or the
Stock Option Agreement. In exercising the foregoing right,
e.ch of the Company and sse shall act reasonably and as
promptly as practicable.

(dl Subject to applicable laws relatinq to the
exchange of information, the Campany and sse each shall,
upon request by the other, furnish the other with all
iDfo:mation concerning itself, its Subsidiaries, directors,
officers and stockholders and such other matters as may be
reasonably necessary or advisable in connection with the
Prospectus/Proxy Statement, the S-4 Registration Statement
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or any o~her ~~a~em9~~. :~:~~g, ~o~i=e ~r appl~=a~~:~ maae
by or on behal: :: ::C, ::le:.:mpany or any c: :hei=
respec~~7e S~b:~~iar~es ~~ any ~hira par~1 ana/or any
Governmen~al !~:~~!' :~ c:nnec~~~n wi~~ the ~erqer and the
c:ansac~~~ns =:~~em;~~~eti ~'l ~his ~greemen~ =r ~~e ~~ock

Op~ion Aqreeme~c.

(e) The '::mpany anci SSC each shall keep the
other apprised == :~e s~a~us of ma~ters relating to comple­
~ion~f the c:ansac~~ons contempla~ea hereby, including
promptly furnishing the other with copies of notices or
other communic3cions received by SSC or the Company, as the
case may be, ~r any ~f ~:s Subsiciiaries, from any :hirci
party and/or any Governmen~al Entity with respect to the
Merger anci the ocher :ransac~ions contemplated by this
Agreement or :~e ~:oc~ ~9t~on Agreement. ~ach ot :~e

Company anci SEC ~nai: 1~ve prompt no~ice to the other of any
change that is reasonably likely to result in a Material
Adverse Effect on ~~ or of any failure of any of the
conditions to the ~cher ;arty's obligations to effec~ the
Merger set forth ~n Article VII.

6.6. Aceee .; ~onaul~atiQn. (a) Upon reasonable
notice, anci excepc as may otherwise be required by appli­
cable law, the Company and sse each shall (and shall cause
its Subsidiaries to) afford the other's anci the other's
Subsidiaries' employees, agents and representa~ives

(including any investment banker, attorney or accoun~ant

retained by tne other or any of the other's
SubsiQiariesJ (such off~cers, directors, employees. aqen~s

ana representat17es be~ng refer:ed to in this Agreement,
with respect to the Company or SSC, as the context :equires,
as such party's "Bept-a,at3ti?',") reasonable access, ciuring
nor.mal business hours throughou~ the period prior to the
Effective Time, to its properties, books, contracts ana
records and, during such period, each shall (and shall cause
its Subsid1aries to) furnish promptly to the other all
information concerning its business, properties and
p.rsonnel as may reasonably be requestea, provided that no
investigation pursuant to this Section shall affect or be
d....dto modify any representation or warranty maae by the
Company, -sac or Merger Sub hereuncier, and p,:ovided, ~R;:t;b.r,

that the foregoing shall not require the Company or SSC to
pe~t any inspect~on, or to disclose any information, tbat
in the reasonable jUdqmene of the Company or SIC, as the
case may be, -would violate applicable law or any of its
obliqaeions wi~ respec~ to conficientiality or would result
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in ~~e d~sc~:sure ~: any :=aae secre~s of thi:~ par~~es if
~he C~mpan: :: SSC. ~s ~~e case ~ay be, shall have used all
reasonable ~f::=~s :~ ob~ain ~he c=nsen~ of such third par~y

to such ~~spec:~=~ :r =isclosure. All reques~s for
informa~~~n ~aQe ~~r~uant :~ this Sec~~on shall be direc~ed

to an exeC~:~7e ~ff~=er =f the Comcanv or SSC, as ~~e case
may be, ~r such ?erson as may be deSignaeed by any such
execueive off~=er. as t~e case may be. All informaeion
provided pur~~ant :0 this Seceion E.6 shall be governed by
the ter.ms of the Confideneiality Agreement.

(bl SUbjece to the Confideneiality Agreement
and to Sect~on 6.16, from the date hereof to the Effec~ive

Time, SSC ana ~he Company agree to consult with each other
on a regular ~as~s on a schedule to be agreed with =egard to
their respeCt~7e operations.

(cl From the da~e hereof to the Effeceive Time,
the Company agrees ~o notify SSC in advance of any issuance
by the Company or any of its Subsidiaries of any long-ter.m
debt or prefer=ed stock.

6.7. Af~~'iate=. (a) Each of the Company and
SBC shall deli~er to the other a le~ter identifying all
Persons whom such party believes to be, at the date of the
Sbareholders Meeting, "affiliates" of such party for
purposes of applicable interpretations regarding use of the
pooling-of-interests accounting method and, in the case of
"affiliates" of the Company, for purposes of Rule 145 under
the 1933 Act. Each of the Company and sac shall use all
reasonable ef:orts to cause each Person who is identified as
an "affiliat.e" i.n the leteer referred to above to deliver to
SSC prior to the date of the Shareholders Meeting a written
agreemane, in the fo~ attached hereto as Exhibit h, in the
case of affiliates of the Company (the "Cgmpany !ffili'te'=
Letter"), and EXhipit p, in the case of affiliates of sse
(tbe "SBC !tf~liate'= Letter"). Prior to the Effective
Time, each of the Company and SSC shall use all reasonable
efforts to cause each aaditional Person who is identified as
an "affiliate" to execute the applicable written agreement
aa set forth in this Section 6.1.

(b) If the Merger would otherwise qualify for
pooling-of-interests accounting treatment, shares of sse
Comman Stock issued to such affiliates of the Campany in
exchange for Company Shares shall not be transferable until
such time as financial results covering at least 30 days of
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camD~~ea :;era~~:ns :: sse ~nd :~e C~mpany shail ~ave been
publishea ~l:t~~ :~e ~ean~na == Sec~~~n ZOl.Jl :f :he SEC's
Coa1fi=a~~=~ :: :lnanc~al Repor~~~g pol~=ies, :egardless ot
whe~her ~act suc~ a:f~:~a~e has ;:ovided the wri~~en

agreemen~ =~t~r=~a :: ~~ chis Sec:~on, :xcep~ :~ che extent
per.mit:ea =y, ana ~~ accordance with, SEC ~ccoun~ing Series
Release :;5 and SEC Staff Accoun~ing Bulletins 6S ana 76.
Any Company Shares held by any such aff:'lia~e shall not be
transferaDie, :egardless of wne~her such affiliate has
provided the applicable written aqreemen~ referred_to in
this Sec~ion, if such transter, either alone or in the
aggregate with other :ransfers by affilia~es, would preclude
SSC's abil~:y to account for the business combination to be
effected by the Merger as a pooling ot interes~s. The
Company shall not :egister the transfer of any Cer~ifica~e,

unless suer. ::ansfer :s made ~~ complianc~ with :he
toregoing.

6.8. StgcK txchlnge ~i=ting and PA-~;=tiQQ. SIC
shall use its best effor~s to cause the shares ot SIC Cammon
Stock to be issued in the Merger to be approved ~or listing
on the NYS£, subject to official notice of issuance, p~1or

to the Closing Date. The Surviving Corpora~ion shall use
its best effor~s to cause the Company Shares to be de-listed
from the NYS£ and the Pacific Exchange and de-registered
under the Exchange Act as soon as practicable following the
Effec~ive Time.

6.9. Pybl;citV. The initial press release with
respec~ to the Merger shall be a join~ press release, and
thereafter :ne Company and sac each shall consult with each
other prior to issu1nq any press releases or o~herwise

making public announcemen~s with respect to the Merger and
the other transac~ions contemplatea by this Agreement and
the Stock Op~ion Agreement and prior to making any filings
w1th any third party and/or any Governmental Entity
(inclUding any national securities exchange) with re.pect
thereto, except as may be required by law or by obligations
pursuant to any lis~ing agreemen~ with or rules of any
national securities exchange.

(1) At the Effective TilDe, each
outstanding op~ion to purchase Company Shares (a "Cqmp·ny
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Qpt~~n"~ ~naer :~e ~~:cy. ?lans, ~he~~er 7es~ed := ~nves~ed,

shall be deemed :~ c=ns~~:~~e an op~~:n C~ acquire, :n the
same ter.cs a~a =:ndi:~:ns as were applicable under such
Company Opt~=n, ~fter g~vinq effec~ :0 any provision
reqUiring :~e ~esc~~g cf any Company 0ption as a result of
tne transac:~:ns c:ntemplated by this Agreement, ~he same
number of shares of SSC :ommon Steck as the holder of such
Company Op~~on would have been enti~~ed to receive pursuan~

to tne Merge: ~ad such holder exerc~sed such Company Op~ion

in full immediately prior to the Effec~ive Time (rounded
down to tne.nearest whole number) {a "Subshit?te Qpt;an ""
at an exerc~se price per share (rounded up to the nearest
whole cent) equal to (y) the aggregate exercise price for
the Company Shares otnerwise purchasable pursuant to such
Company Opt~on divided by (z) tne number of full shares of
sse Common Stock jeemea ?urc~asable pursuant :0 such Company
Op~ion in acc==:ance wlth the forego~ng. At or prior to the
Effective Time, the Company shall make all necessary
arrangementS with respect to the Steck Plans, including any
necessary amendmentS thereto, to permit the assumption of
the unexercised Company Options by sac pursuant to this
Sec~ion and no later than five business days after the
Effec~ive Time SSC shall register under tne Securities Act
of 1933 on torm 5-8 or other appropriate form (and use its
best efforts to maintain the effectiveness thereof) shares
of sse Cammon Stock issuable pursuant to all Substitute
Options. As promptly as practicable after tne Effective
Time, the Company snail deliver to tne participants in the
Stock Plans appropriate notices setting for~h such
participants' =iqh~s pursuant to such assumed Company
Options.

(ii) Effective at the Effective Time,
sse shall assume each Company Option in accordance with the
ter.ms of tne Stock Plan unaer which it was issued ana the
stock option agreement by which it is evidenced.

(b) EmPlgyee 5enef~~=. sse agrees that it
shall cause the Surviving Corporation for at least tWO ye.rs
after the £ffec~ive Time to proviae or cause to be prOVided
to employees of the Company ana its Subsidiaries
compensation and benefit plans tha~ are no less favorable,
in the aggregate, than the Company's Compensation and
Benefit Plans: prgyided, hgweyer, if during this period sse
implements any widespread increase or decrease in benefits
UDder compensa~ion and benefit plans or in the cost thereof
to participants under compensation and benefit plans

NYDSZS; .......0 -39-


